APPENDIX A

ATATE OF ILLINGIE

INinois Commerce Commission

527 CAST CAPITOL AVENUE
PrO.BOX 19280
SPRINGFIELD, ILLINOIS §2794-0280

December 31, 1986

Illinois American Water Company
Mr. R, W. Greaves —_
B080 State Street .

East St. Louis, Xllinois ,62202_

Dear Utility,.

As you know, the Tax Reform Act of 1986 will have a major
impact on utilities and telecommunication carriers. The Commis-
sion is currently studying the implications of this tax legisla-
tion on ‘the utility industry.

In order to implement the ratemaking effects of the new tax
law on a timely basis, we are requesting that your company file
with the Chief Clerk's Office, one rider effective for all
tariffs. The rider will state the percentage by which all
utility rates must be reduced to reflect the use of a 40% tax
rate as prescribed for 1987 by the Tax Reform Act of 1986, The
percentage will be calculated based on your company's most recent
rate order. We have attached a sample rider to be used by all’
companies as the basis for their filing.

Filings should include detailed workpapers which provide
explanations, computations, and other documentation as appropri-
ate. Tariffs should be filed with the Chief Clerk no later than
5:00 P.M. 30 days after the date above.

The percentage reduction contained in the tariff will be
applied to all utility billings. That amount will be accrued in
a deferred credit account (Acet. 253 for Water, Gas, and Electric
and Acct. 174 for Telephone) with an offsetting debit to revenue.
The deferred credit account will continue to accrue until a final

determination is made regarding your company's current financial
position.

If the Commission determines that current earnings when
adjusted to reflect all aspects of the new tax law are excessive,
refunds will then be made to customers from the deferred credit
account. Such refunds will continue until the account is



exhausted or until it.has been reduced adequately to reflect the
Commission's determination regarding the company's overall finan-
cial position. The utility will then file new tariffs which
reflect the company's current financial position. Any amounts

remaining in the liability account will be transferred to
revenue,

If a tariff is not received within 30 days, the Commission
may be forced to immediately reduce your company's rates. ‘By
receiving your cooperation the Commission will be better able to
analyze your company's current financial position before any
actual change in rates is made,

We realize this is a large undertaking and we need your
assistance to carry it out in'an equitable and timely manner, If

you should have any gquestions, please contact Thomas Q. Smith at
(217) 785-1121. . '

Very truly yours,

@r&%

Gene Beyer

Chief Accountant

Rate Review Department
Public Utilities Division
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Illincis Commerce Commission

BEY RAST GAMTYOL AVENVE
5.0, AQR 3RES
arRiGriELs, ILLINOIS ¢510ET800

Decembex 11, 1987

Re: 87-0687

Dear Sir/Madam:

Enclosed herewith ia certified copy of orxder
entered by the Commiaaion.

bKinﬂlf acknowledgc reg¢elipt.
very truly yours,

Fome M, Claggett
Chief Clerk

’

alb



STATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION
1llinois Commerce Commiszion
Oon Itg Own Motian
Special Permission for Tariff

Pilings Concerning the Tax
Reform Act of 198€

47-0687

N S we ar rw ey

ORDER
By the Commisscion:

On October 22, 1986, the President gigned the Ta% Refprm Act
of 1986 into law (P.L., 99-514). fThe Act Brought about major
changes ip federal income tax law, including & reduetion in
corporatc tax ratee to 34%. .

The Commission has initiated formal proceedings to investi-
gate the Act's impacts on the rates of all Tllinois public util-
itles and noncompetit.ive telecommunications carrierc., These
investigations will take time, however, it is therefore neces-
Gary to create a machanism whereby the Commizsion can take the
time necessary to conduct its investigations without sacrificing
the abllity to capture for ratepayers the benefits of the corpo-
rate tax reduction accruing during the period in which investi-
gations are being conducted.

Toward Lhat end, the Commission's staff has reguested that
public utilitics and noncompotitive telecommunications carriers
£ile tariffs in the furm shown in the appendices to this Oorder,
to take effect Januwary 1, 198K, Undezr the tariffs, each company
will eatablieh a percentage of revenues whick will be accrued in
a “revenue subject to refund” account and from which refunds to
ratepayers can ultimately bo granted {f it is determined that &
race reduction is warranted,

No such tariff filed in the remainder of cmlendaf 1987 could
tzake effect on January 1, 1988 unletc the Commiszion otherwise
orders under Bectjon 9-201(a) of The Public Utilities Act (Ill.
Rev. Stat. 1983, ch, 111 2/3, par. 9-201(a)), Based on a GLaff
report filed with the Commission, dated December 8, 1987, the
Commiasion Einds that good cause exists for allowing such tariffs
to take &ffect on less than 45 days' notice,

iT 1S THEREFOKE ORDERED that tariff sheets substantially in
the form of Appendix A to this Order, whieh reflect a percentana
-amount calculated in accotdance with the procedure set forth in
the firse paragraph under the heading "Perms® Ini the Appendix



B7-0687

sha)l, i€ ¢tiled by any publie utility or noncompetitive tele-
communicdtians careier other than those set forth in the fol-
lowing ordering paragraph on or betore December 23, 1987, becone
eftective Japuary 1, 19EB,

IT? IS FURTHER ORDERED that tariff sheets substantially in the
form of Appendix B, which reflect a percentage amount calculated
in accordance with tne procedure get f£orth in the f£irst paragraph
under the heading "Tegms™ in the Appendix ghall, if filed by
Central Yllineis rublic Service Company (as vo electric rpates
only), Commonwealth Edison Company, Illineis Consolidated
Telephone Company, Illinois Power Company (25 to gas rates only),
Lincoln Water Company, Peoples Gas Light and Coke Company and
North Shore Gas Compahy, on or before Dacembar 23, 1987, hegome
effective January 1, 1988.

This Order does not waive any of the reguirements of the
Commission's published rules relative to the construction and
filing of tariff publications, nor any of the provisions of The
Punlic OUtilitieo Act e¥cept s stated herein. :

BY order of thée Commission this Jth &ay of December, 1987,

(SIGNED) MARY B. BUSENBLL

Chairman

{3 EAL)
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APFENDYIX R
Pecember &, 1987

Company Eleckricity I11. €. C. Ro. 2
and Gas , First Reviged Supplement No, )
cant¢elling Original Supplement
Ne, 1
RIDER XX

GENERAL RATE REDUCTION FOR
CONSTDERATION OF TAX REPORM ACT OF 1586

Purpose of Rider

The purposa of this Rider is to implement the ratemaking
effect of the reduction in the maximum copporate tax ratée to 3¢%.

Terms -

Effective January 1, 1988, the Company will accrue in
"revenye accounts subject to refund® an amount calculated using
the percentage of revenues which represents the difference
between revenues billed under rates then in effect pursuant to
ths Company's most recent order, and revenues that would have
been billed had the Federal ingome tax component of cost of cer-
vice been based an a statutory rate of 34%, as provided by the
max Reform AcL of 19B6. The percentige of this company is %,

The ridar will apply to al) tariffs and will remain in effect
until the Commiccion has made a review nf the impact of the Tax
Reform Act of 1986 on the Company's cost of service, Upon com-
pletion of the formal review, the Commission will determine how
the Company's rates should reflact this impact, and enter an
order accordingly. ‘

At such time as the review is complete, if it is determined
that a rate decteagse iS propef, any @xcessive collections in the
*revenue accounts suhject to refund® shall be refundaple to
customers along with interest calculated at the rate being used
£for interest paid on customer deposits. Any balance Zemaining in
the account will be transferred to the Company's redular
operating revenue accounts.

Tssued EfFEctive January 1y 1088
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ARPPENDIX B
December 9, 1587
Company Electricity 111, €. €. No. 2
and GmS First¢ Revised Supplement No, 1
cancelling Oxiginal Supplement
Ro. 1 '
RIDER KX '

GENERAL RATE REDUCTION FOR
CONSIDERATION OF TAX REFORM ACT OF l98b

Purposec of Rider

The purpose of thic Rider is to implement the ratemaking
effect of the reduction in thc maximum corporate lax rate to 34%,

Terms

Eféfective January 1, 1988, the Company wil) accrue in
'revenue accounts subject to refund” an amount calculated using
the percentage of revenues which represents the difference
between revenues billed under rates then in effect pursuant to
the Company‘'s most receiit order, and revenues that would have
been hilled had the Federal incom¢ tax component of cost of ser~
vice been based on a statutery rate of 34%, as provided by the
Tax Reform Act of 1986. The percentage of this company 12 5.

The rider will apply to ali tariffe apd vill remain in effest
until the Commission has made a yeview of the impact of the Tax
Refopm Act of 19B6 on the Company's cost ¢f service. Upon com~
pletion of the formal review, the Commission will determine how
the Company's rates ghould geflect this impagt, and enkter an
order accordindly.-

At such time aé the reyiev i§ complete, if it is datermined
that a rate decrease is proper, any excessive collections in the
"revenlle accounts sub;ect to refund”® shall be refundable to
customers aleny with interest calenlated at the rate being used
€or interest paid on customer deposits. Any balance remaining in
the account will be transferred to the Company's regular
oparating revepme accounts.

Funds accruied in 1iability accounts in accordance with the
tax tariff rider during 1987 will be transferred to "zevenue
accounte subject to refund." These funds will remain subject to
potential refund unti) the Commission makes a final decision.

Issten . Effective January L, 1283



BTATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION

C!RTIFIS&QE

Rer g§7-0687

I, ROSE M. CLAGGETT, do hereby ¢ertify that T am Chict
Clerk of the rllinois Commarce Commissicn ¢f the State of
T1lincis and keeper of the récc:ds and seal of gaid Commission
with respcat to all matta:s.excupt those geverned by Chapters lBa
and 18e¢ ;E The Illinois Vehidle Cede.

Y further ceztify that the above and foregoing is a
true, correct and complete copy of order made and entcred of

record by said Commission on December 9, 1987,

'Given under my hand and seal of said Illineis Commerce

Commisaion at springfield, Illinois, cn Decemder 11, 13537.

a1 Qg

Chief Clexk



